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systems.Addit ional ly ,  payment r a t e scan  be s e tp r i o rt ot h eb e g i n n i n g  of 
t h e  f a c i l i t y ' s  r a t e  y e a r  so t ha t  providers  Will know w i t h  Ce r t a in ty  what 
t h e i r  payment r a t e s  w i l l  be  p r i o r  t o  incu r r ingexpend i tu re s .Fac i l i t i e s  a re  
notrequi redtochange  their  f i s ca lyea rino rde rtoconfo rmto  the common 
repor t ing  year; however, some f a c i l i t i e s  may want t od o  so i no rde rto  
s impl i fy  the i r  recordkeeping. 

A provider  or providergroup which opera tes  48 o r  more l icensed beds 
must submit a c e r t i f i e d  a u d i t .  In operat ion,  of 48 or more l icensed beds,  
cost  r epor t ing  becomes complexenough so t h a t  a cer t i f ied a u d i t  is necessary 
t o  assure properaccountingofpublicfunds.  Many opera t ion@already  have 
o r  are requi red  t o  have cer t i f ied  a u d i t s .  The coat8of these a u d i t s  are 
al lowable costs  f o r  rate s e t t i n g  p u r p o s e s  

Part 9553.0011 subpar t s  2 and 3. Required information d supplemental 
Reportr 

Statement of Need: 

Subparts  2 and 3 i t e m i z e st h o s ed o c u r n t o  and supportinginformation 
which are necessa ryto  8 coa t  report. Kt is necessary t o  i temize  there 
documents so t h a t  providers know *at f inanc ia l  i n fo rma t ion  i o  r e q u i r e d  t o  
be  submitted t o  t h e  Department f o r  rate setting purposesSubpar t  3 indica
t e s  supplementalreports  which the  provider MY berequi red  to  submit t o  
s u b s t a n t i a t e  t he  payment rate. 

Reasonableness : 

There requirements re f lec t  general lyacceptedaccount ingprinciplesand 
aud i t ings t anda rds .  There requirement# are also similar t o  thore requi red  
by MinnesotaSta tu tes ,sec t ion8  2568.48, and 2568.30 tor reimbursement of 
n u r s i n gh o m e sa d d i t i o n a l l ym i n n e s o t aS t a t u f e r ,s e c t i o na u t h o r i z e s  
t h e  commissioner t o  r e q u i r e  "a111 reports, i n f o r m a t i o n  and audits of medical 
vendors which he deems necessaryin  the e f f i c i e n t  a d m i n i s t r a t i o n  of t he  
Medicalassis tanceprogramandincidental  to  the  approval  of rates and 
chargesfor  t h e  program Subpert 3 conta in#  a r equ i r emen tto  provide t h e  
Department access to f e d e r a l  and state income tax r e t u r n s  The Department ' 

w i l l  not  ask the In te rna lrevenue  Service or the  Minnesotacommissioner of 
Revenue �or  the  t a x  r e t u r n s  b u t  only seek8 access t o  the  t a xr e t u r n  FROMTHE 
provider .  The department does  not want a copy t op u ti n  its f i l e s .  There . 

amy be cases i n  which an income t a x  r e t u r n  is needed i n  o r d e r  t o  i d e n t i f y  
all sources  ofincome of owners of t h e  KCF/@IR how a8 a means of ve r i fy ing  

U t h e  employment sou rces  o f  compensationindividualand o the r  forma o r  an 
who has a ownersh ipin t e re s tin  t h e  f a c i l i t y .  The provis ion  is  cons i s t en t  
w i t h  c e r t a i n  s i t u a t i o n 8  i n  which personsrequest ingpubl icfundsorgrants

w G. -a,4- - 1

Im" of money m a t  provide access t o  income t a xr e t u r n s  as part of t h e  a p p l i c a  
(3 ' t i o nt o -o b t a i n  the money. This.  is  requestingrequirementnot new: persons

publ ic  money have been r e q u i r e d  t o  p r o v i d e  t o  access income tax r e t u r n s  such 
subpar t  3,  t h e  pre-F, . as, t h e  s t ipu la t ioninMinnesotaRules ,  parts 9 ~ 1 0 . 0 ~ 9 0 ,  

v iour  ICF/MR Reimbursement Rule.& l c
j 

Part 9553.0041 Subpart  4. methods of accounting . 
5 '0 

d 
Statement of Need: 

- i l i a  

2 5; S u b p a r t  4 recognizes  t h a t  a problem would exis t  i f  a l l  p a r t i c i p a t i n g
vendors  c o u l ds e l e c tt h e i r  own ind iv idua l ized  methods ofaccounting,
r e s u l t i n gi na d m i n i s t r a t i v ec h a o s .I no r d e rt oa t t a i n  the  uniformity 



. 


~ 	 requi red  by f e d e r a lr e g u l a t i o n s ,  i t  is necessa rytospec i fy  the method  of 
accoun t ingto  be used. 

Reasonableness : 

I t  is t e a r o n a b l et or e q u i r e  t h a t  the acc rua l  method i s  t o  be used and 
t h a t  generally acceptedaccount ingprinciplesshouldguide t h e  report ingof  
c o s t s  this ioconsistentwithotherDepartmentreimbursementrules and 
w i t h  t h e  p r i o r  IC�'/= reimbursementrule. An except ion is allowed for thore 
f a c i l i t i e s  o p e r a t e d  by local governmentalunit8iftheyhave&optedmethods 
other than  t h e  accrual methodand i f  t h e y  demonatrare t h a t  another  method 
more accura t e ly  reflect8 theac tua lf inanc ia lope ra t ion .  

P a t  9553.0011 subpart 5. records 

statementof Need: 

subpart  5 ionecessary  to  providefor  a s u f f i c i e n t  time span 80 t h a t  
recorda are a v a i l a b l ef o rf i e l da u d i t a  on a fou r -yea rschedu le  The on-rite 
examination of f inanc ia l  r eco rds  is necessa ry  in  o rde r  to  v e r i f y  t h e  c o s t s  
thepror ider rhave  claimed forre imbursement  

Reasonableness : 

The Department is rea ronab lyse t t i ngth i s  limit t o  fou r  year. plusthe  
currentworking year becausedue to  t h e  n u d e r  o f  IC?r/m, thedepartment 
c a n n o tf i e l da u d i t  a l l  IC?#/= with in  one year.  Workloadreimbursement d i c 
ta te  thattheDepartmentuse a four-yearcycle t o  complete the a u d i t  of  a11 
ICFr/pQ. this account8 for t h er e c o r dr e t e n t i o nr e q u i r e r a t  of four  year8
plus the.  current  working year  . 
P a r t  9553;0011 Subpart  6. conflicts 

Statementof Need: 

this rubpar t  is necessarybecausealthoughtherule reimbursement . 

g e n e r a l l y  a d h e r e  t o  generally Acceptedaccountingprinciplesthere are row 
c a s e s  i n  which G M P  is inappropr i a t e  �or a r a t e - s e t t i n g  mechanism and it is 
n e c e s s a r y  t o  c l a r i f y  t h a t  any c o n f l i c t  which p l y  resul tbecause of t h i s  is 
t o  be  reso lvedinfavor  of t he  rule. Also, G M P  changerper iodica l ly  and 
the department would not  want theru leprovis ions  t o  changeautomatically 
but would ra therrev iewthechangerin  G M P  t o  d e t e r m i n e  i f  t h e y  are 
a p p r o p r i a t ef o rt h e  rate-setting p r o c e s s  also o f t e nt h e r e  is more than 
one way t o  met the  reimbursement of G M P .  Rowever, t o  f a i r l y  and cons i s t en t ly  
run a reimbursementsystem i t  is necessa ry  to  spec i fy  which method is t o  be 
used. 

reasonableness : 

' I n  response t o  8- conce rn8rega rd ingth i sp rov i r iondur ingthe  pro
mulgation of 12 XAR 8 8  2.05301 t o  2.05315 [Temporary], theDepartmeat 
contractedwiththeaccount ingfirmofArthurAnderrenand Company t o  review 
the propored rule. (See Exhib i t  E.) The following is excerpted from a 
l e t t e r  from Arthurandersenand Company address ing  this po in t :  

"The l e g i s l a t i o n  which resu l tedinRule  53 requi red  t h e  commissioner t o  
includerequirementsin Rule 53 t oe n s u r et h a t  the account ingprac t ices
of the providers  conformed togenera l lyacceptedaccount ingpr inc ip les  



(GMP). Some appa ren t lyin t e rp re t  t h i s  p r o v i s i o nt o  mean t h a t  t h e  
e n t i r er a t e - s e t t i n g  mechanism (accoun t ing ,r epor t ing ,  and r u l e s )  should 
comply w i t h  G M P .  

The overa l li n t en tbeh ind  G M P  i s  top rov ide  a framework forprepar ing  
genera lpurposef inanc ia ls ta tements  that  p u r p o r tt o  f a i r l y  present
f i n a n c i a lp o s i t i o n  and r e s u l t s  of opera t ions .  The purpose and i n t e n t  
of Rule 53 however, is toes t ab l i shp roceduresfo rde te rmin ing  welfare 
payment rater f o r  residential f a c i l i t i e s  for t h e  mental ly  retarded. 
Thus, t he  purpose and i n t e n t  o f  G M P  andRule 53 are not necessarily
the  same, thus ,  different repor t ing /c l a s s i f i ca t ion  s t anda rds  might be 
necessary.  We believe t h a t  t he  l e g i s l a t i v e  wording concerning G M P  war 
intended t o  provide t h a t  G M P  should be t h e  bare on whichRule 53 is 
b u i l t .  thus the proriderr should follow G M P  inmain ta in ing  their  
account ingrecordain  order t o  e n s u r e  t h a t  i n f o r u t i o n  p r o v i d e d  the  
Departmentby the p ro r ide raconfo rm to  G M P .  Thin ensu restha t  each 
providerrecognizerrevenuer  and expoorer i n  a c o n s i s t e n t  mannerand 
provider the Departmentwithconsis tent ly-preparedfiruncial  infor
mationfrom each provider  for decis ion-makingpurposes  

To r equ i r e  t ha t  Rule 53 be s t r u c t u r e d  tot8117 i n  accordance wi th  C u p  
w i t h  no prov i s ion  fo r  override of G M P  would be unusual in r a t e - s e t t i n g
r u l e .  The purposes of r a t e - s e t t i n gr u l e #  and CIU) arm not always con
s i s t e n t  and rate-setting ruler would not  normally be expected to  c o w  
form i n  811 r e s p e c t s  w i t h  g e a r r a l l y  a c c e p t e d  a c c o u n t i n #  p r i n c i p l e s  

commenting on the same poin tregard insthenurs ing  h o w  reimbursement 
t u l e ,  Judgelunde s t a t e s  "Since the  purpose urd i n t e n t  o f  generally
accepted account ing  pr inc ip les  may not  be c o n r i a t e n t  with the d e p a r t m e n t s
o b j e c t i v e s  i n  r e t t i n g  n u r s i n g  home rater, the  d e p a r t m e n t s  ruler may r e q u i r e
dev ia t ion  from gene ra l ly  accepted accounting p r i n c i p l e s  i n  order to  f u r t h e r  
t he  s t a t u t o r y  o b j e c t i v e s  and po l i cy  dec i s ions  con ta ined  in  the  rules 
(Lunde Report ,  1985: p. 50.)  

a l s o  t h e  Financialaccount ingStandard Board 43 (?AS6 4 3 )  s t a t e s  in 
paragraph 3 a8 f o l l o w s  ."3. The Addendum t o  APB Opinion No. 2. Accountin& 

' fo r  the ' Investment Credit' stater tha t  ' .differences may arise i n  the  
a p p l i c a t i o n  of gene ra l ly  accep ted  accoun t ing  p r inc ip l e8  a8 betweenregulated 
and non r egu la t edbus inessesbecause  .of t h e  e f f ec tinregu la t edbus inesses  
of t h e  rate-makingprocess... '  and d i s c u s s e r  the  a p p l i c a t i o n  of gene ra l ly  
accepted accoun t ingpr inc ip l e storegu la t edindus t r i e sAccord ing ly ,  the 
provis ion of t he  Addendum govern t h e  a p p l i c a t i o n  of t h i s  S ta tementtothose  
ope ra t ions  of an employer t h a t  are regulatedforrate-makingpurposes  on an 
individual-company-cost-of-service basis AccountingPrinciples Board 
Opinion No. 2 (APB 2) is c o n r i a t e n t  w i t h  t h e  view expressed i n  FASb43. 

Part 9553.0011 Subpart  7. Certification of Report#. 

Subpar t  7 i s  requi red  t o  a f f i x  r e s p o n s i b i l i t y  f o r  the accuracy and 
t r u t h f u l n e a r  of repor t ssubmi t ted .  K t  is reasonable t or e q u i r e  t h a t  f i n a n  
c i a 1  documentswhich are the basis f o r  l a r g e  amounts of  reimbursement from 
p u b l i c  fundscontain a signed statement attesting t o  the accuracy of the 
inforput ion  presented .  -2-&bd 6i C F A - 1 7 9  X ' Date Rec'a

-40-
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comment I. Part 9553.6020, subparts 16 and 20. Nary nortin, representingtho 

associated of residents for thoretardation inminnesota (ARRII) suggested that 

tho dofinition8of desk audit” andfield audit‘ in tho proposedrule should 

bo similar to tho medicare dofinition. of those torma. Tho department 

believes tho proposed rule is roamnablo and thata change to thomedicare 

dofinition8 is inappropriate Tho medicare systemof reimbursementis a 

retrospective systemi.0.. tho desk audit rate establishedis an intoria rata 

which is settled et tho end of thoy o u  through field audit. conversely 

tho system proposed by these rules is a prospective system in which a final 

desk audit rate 1. established prior to tho baginning of thorate you. field 

audita occur three or four years later therefore tho seep. of desk and 

field audita under tho p r o m  rules needsto k different than tho.cop. 

under tho medicare Program in order to minimize overpaymentsince those 

overpayment will not k identified and recoveredannually. Tho department 

wishes to retain tho- dofinition8 a8 published 

180 Martin.ala0 commented on thomount of ti80 required for desk audita and 

tho backlog thatexists Tho Doportmoat agrees with ms Hartin that 

administrativemeasures must k taken to improve tho timeliness in rat. 

matting. however that timelinessomnot bo bought by sacrificinga m r acy in 

tho dotomination of rates Tho departmentbelieves that thoproblem should 

k ad&.& through making maximumuse of automated rat. setting myatom;. and 

establishing effectivetraining for auditors andproviders Thoro is a 

definite l oan ing  curve that occur8a8 providers and auditor. become familiar 

with 8 now reimbursementrule for example tho figure of 48 desk audithours 

quo- by 18. martin several timu ha8 been reduced to 35 hour8 including 

supervisoryreview tino. It is reasonableto ox- that thatfigure can k 

groat17 reduced in tho futuro. 

HCFA-179 #-. Date recd 
3-20-9b 

Supercedes Date Appr. 7 9 2 - Q  

- 1 - State Rep. In. xzt  Date eff I - l - s a .  



moving of  workor'. compensation insurance cost from fringe benefits to payroll 


taxes For pur- of reimbursement tho p r o m  rule treats fringe 


benefits and payroll taxes a8 a single coat category therefore tho 

- .  

by 18. lattin does not affect tho calculationdofinition change suggested of 

ratom. Tho dofinition. in tho proposed rule .to consistent with tho 

dofinition8 used in tho nursingbo80 reimbursement rule since 80110 

facilities are reimbursed both a8 nursing homes and ICTB8/IIR and some 

providers own both typesof facilities it is reasonable to use consistent 

dofinition8 and the departmentwishes to rotain bothprovisions a8 published 

0 ~comment 3. P u t  ~ 3 o o O 2 subpart mm e.S U O 8  seifert 0 certified public 

atmountant, who doom work for a ambo? of IcT/JIR providers and U8, martin 

ad&- tho Minition of related organizations mr seifert suggested that 

tho word possession in item D bo changed to excercise tho department 

believes thatsuch a ohango wouldradically ahango tho meaning of tho 

definition andrather than	mako tho definition easierto administer it would 

mine@ 8 related organization couldcomplicate tho application o h i a  that tho 

control was not king excercised Additionally, k.Soifart suggested twonow 

definitions c o s t  and reasonableness the department believes that a11 

of tho provisions of the p r o m  rule a8 a whole are geared to dotoraining 

tho meaningof thoma b r a 8  for reimbursement purposes therefore tho 

Dopartmoat wishes to rotain this adpart a8 published anddm. not wish toadd 

dofinition. for tho word. c o s t  and reasonableness 

HCFA-179 # 96 -3  Date Rec'd 3.10-SL 
Supercedes Date Appr. 

m- 2 - State Rep. In. -Date Eff. \ - 1-86 



from 

not control .xieta. the dofinition in this subpartis similar to tho medicare 

dofinition foundin 42 CFR, section 405.427 and tho federal securitieslaw 

dofinition foundin 17 CFR, section 250.405. All of these dofinition. look a t  
- .  

actual control.in- it is possible to controlan organization even though tho 


ownership is less than 50 percent It is reasonableto allow sufficient 

flexibilityin tho definition in odor to evaluation accuratelyrho actuallyis 

in control of  tho organization. therefore tho departmentwishes to rotain 

this proviaion am published 

comment 4. P u t  9553.0020, subpart 43. lk.bjork Hay management Inc., 

raproeeating arrm and mr lark larson fro. tho leu firmof massereli and 

kramer reproomating REX, Inc. addressed eoncorn8 regarding tho clarityof tho 

dofinition oftop management personnel mr Bjork and mr m o o n  point out 

that titla8 are unimportant in tho dofinition but thatrather tho test should 

person performs executivebo whether or not tho functions. Tho dofinition, ea 

proposed already includesthat toat. mr bjork suggested that tho dofinition 

specifically statethat persons who do not receive compensation tho 

facility -0 not included the Dopartmoat believes thattho addition wouldk 

inaccurate For oxamplo, M omor rho d m 8  not receive any compensation from 

tho facility continumato bo top management if he/she performs executive 

functions however that ownordoes not have to worry about thelimitsor 

other provisions affecting topmanagement compensation 


Mr. larson also expressed concern regarding tho classificationof program 

directors mr larsonsconcorn arises from tho fact thatmany program 

directors in chain organization. have morethan nominaltop management 

HCFA-179# %LF3 Date Rec’d 3-a_0 
supercedes Date Appr. -3 

- 3 -



comment 5.  Part 9 S S 3 . 0 0 0 0 D  subpa r t  1, item B a  &a Jar- h o r a nr e p r e s e n t i n g  

REH, Inem requested c l a r i f i c a t i o n  of this provieion. To clarify subpart 1, 

item 8, it 18 oleo necessary to  look a t  subpa r t  I ,  item A which immediately 

precedes i t a  subpart 1. item A d e f i n e s  c l a s s i f i c a t i o n  O f  costs by direct 

i d e n t i f i c a t i o n  and specifies tha t  costs ahall bo classified in accordance w i t h  

tho coat categories def ined  in part 9553,0010. A l l  cost oategorim have 8 

line item called s u p p l i e s  Tho s u p p l i e s  associated with a specific coat 

category must bo reported under the supply Uno item under that coat c a t e g o r y  

however thoro  are generic supp l i e s  such  a8 papor end suppl ies  used by a copy 

machine which e 0  used by many d e p a r t m e n t s  Tho cost of these gene r i c  

s u p p l i e s  must bo reported in t h o  supply U n o  item in tho a d m i n i s t r a t i v e  coat 

emtogory wi thout  a l l o c a t i o n  the provis ion  is reasonable to .nablo t h o  

department a u d i t o r 8  to the a l l o c a t i o n  or c l a r i f i c a t i o n  of costs 

without  r equ i r ing  t h o  f a c i l i t y  to undertake tho burdensome task of keeping 

recorda to show t ho  prora ted  costs of gene r i c  items used by amy d e p a r t m e n t s  

Tho department desires to r o t a i n  t ho  proposed proviaion am p u b l i s h e d  

Supercedes Date Appr. ?
- 4 -State Rep. In. y ’  ‘ Date Eff. &. 



that 

&ament 6. P u t  9333.0030,subpart 1, item C. 8 raised 

questions regarding tho allocation ofsalaries of top managementparaonno1 t o  

other costcategories the department ogreom that itis necessary and 

roamnablo to allow tho allocationof salaries to other test categories to 

insure tho efficientused of pusonno1 at tho facility level for example 

provider group withmor. than 48 bad8 may omploy 8 p r a m  to work in three of 

it. facilitieswith the following responsibilities 

tho allocationof this persons time shouldk allowed provider the 

person 58 not performing any other service for tho  contra1 office If tho 

to allow tho allocationdepartment were of top managementsalaries for persons 

performing ono oral executive function. at tho central office in 8 provider 

group of  norm than 48 bod..tho top management limitation provisionsof  this 

proposed rule could k easily circumvented Tho circumventionwould increase 

tho cost to the ahto without benefit and perhaps disservice to tho residents 

since tho residents rill not bar. the baaofit of tho full attoationo f  tho 

person 

therefore the departmentp r o w  tho following amendment In line 1, pogo 

9, strike "For 8 facility or provider group of48 or fewor bod."end, insert 

tho phrase "e==$ provided ma pa. In line 11, pago 9, strike the 

sonton# boginning 'kcopt a8 p r o v i d e d  and insert the following 



comment 7. Part 9553.0030, subpart 4, items A and B. Mr. horan p r o m 8  to 

expand items A and B to permit tho allocation coat8 other than thoof 


salaries fringe benefitsand payrolltax.. of tho consultantswho work out 


of tho control office he specifically mentioned in-service
training. Tho 


proposed rule allow8 tho allocation of tho
salary fringebondit. and payroll 


tax08 of thoperson doing thoin-servicetraining foran individual facility. 


If tho facility had hirod
a person todo thoin-servicetraining, anytravel 


don. by tho person not connected with tho persons own training, and
supplies 

such a8 papor would bo classified in tho administrative costof tho facility. 


therefore allwingtho allocation of
costs otherthan salaries fringe 


benefits and payroll tax08 would give chain organization8
an undue advantage 


over fro. standing facilities Tho departmentwishes to rotain tho proposed 


provision 8s published 
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